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SUBJECT: JET FUEL PRICES AND TAXES 
REF: A) BOGOTA 7697 B) 185921 

1 . DEPARTMENT HAS BEEN INFORMED BY BRANIFF VICE-PRESIDENT 
DE MURIAS OF DENOUEMENT OF TAX REFUND PROBLEM. WHILE 
EXPLANATIONS PROVIDED BY ESSO, BRANIFF, ECOPETROL, AND 
COLOMBIAN GOVERNMENT RAISE AS MANY QUESTIONS AS THEY ANSWER, 
SALIENT FACT FOR OUR PURPOSES IS THAT BRANIFF HAS ACCEPTED 
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THESE EXPLANATIONS, AT LEAST FOR THE MOMENT. 

2. DEPARTMENT HAS BEEN INFORMED BY DE MURIAS OF STATUS OF 
NEGOTIATIONS ON FUEL PRICE DIFFERENTIAL. AS DESCRIBED TO 
DEPARTMENT, ULTIMATE EFFECT OF PROPOSAL CURRENTLY BEING 
DISCUSSED IN COLOMBIA WOULD BE TO LOWER BRANIFF'S JET FUEL 
PRICE TO APPROXIMATELY 44 CENTS PER GALLON. THIS ALMOST 1 1 
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CENTS REDUCTION PER GALLON WOULD BE COMPOSED OF THREE 
ELEMENTS: AGREEMENT BY BRANIFF TO PURCHASE BULK QUANTITIES 
OF JET FUEL IN ADVANCE, THUS AFFORDING ECOPETROL THE ABILITY 
TO LOWER ITS UNIT PRICE TO BRANIFF; AGREEMENT BY AVIANCA TO 
ALLOW ITS FUEL PRICE TO BE INCREASED FROM 42 CENTS TO 44 

CENTS PER GALLON, WITH ECOPETROL USING THIS INCREASED 
REVENUE TO SUBSIDIZE A FURTHER PRICE REDUCTION PER 
GALLON FOR BRANIFF; AND LASTLY, AGREEMENT BY ECOPETROL 
TO ABSORB THE COSTS OF A 1 - 2 CENTS PER GALLON FURTHER 
REDUCTION WHICH IT WOULD OFFER BRANIFF. THE NET EFFECT 
OF THESE THREE ELEMENTS WOULD BE TO LOWER BRANIFF'S 
PRICE FROM 55 CENTS TO 44 CENTS PER GALLON, THE SAME 
THEN AS AVIANCA’S. 

3. DEPARTMENT EMPHASIZES THAT DE MURIAS SAID THAT 
PROPOSAL STILL IN TALKING STAGE. PAST HISTORY THIS 
PROBLEM REPLETE WITH PROMISES AND NEAR MISSES. HOWEVER, 

DE MURIAS HOPEFUL THAT FINAL SOLUTION, IF THERE IS ONE, 

WOULD BE ALONG LINES DESCRIBED. HE INDICATED BRANIFF 
WOULD BE EXTREMELY PLEASED WITH SUCH AN ENDING, AS 
WOULD BE THE DEPARTMENT. DEPARTMENT WOULD APPRECIATE 
LATEST EMBASSY INFORMATION RE STATUS OF FUEL PRICE 
NEGOTIATIONS. 

4. DEPARTMENT PREFERS GIVE CURRENT NEGOTIATIONS 
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MAXIMUM OPPORTUNITY FOR SUCCESS. KEY TO THAT SUCCESS 
IN OUR OPINION IS AVIANCA'S LACK OF THIRD QUARTER 
SUPPLEMENTAL ALLOCATION. ACCORDINGLY, IN RESPONSE TO 
FOREIGN MINISTRY, EMBASSY SHOULD BE GUIDED BY LANGUAGE 
OF REF (B) WHICH DISCUSSES A DECISION ON AVIANCA'S 
SUPPLEMENTAL ALLOCATION IN TERMS OF BOTH THE TAX AND 
THE FUEL PRICE PROBLEMS. TAX PROBLEM HAS BEEN RESOLVED, 

AT LEAST FOR THE MOMENT, BUT FUEL PRICE PROBLEM REMAINS. 

5. COMMENT: FYI ONLY. EMBASSY SHOULD BE AWARE THAT 
THIS MAY BE LAST OPPORTUNITY DEPARTMENT HAS OF USING 
GRANT OF SUPPLEMENTAL ALLOCATION AS LEVERAGE THIS 
MATTER. DECONTROL OF JET FUEL PRICE IN EARLY 1978 VERY 
LIKELY. DECONTROL WOULD MEAN THE ELIMINATION OF THE 
ENTIRE FUEL ALLOCATION PROGRAM, AND WITH IT THE ABILITY 
TO WITHHOLD SUPPLEMENTAL ALLOCATIONS. WITHHOLDING THE 
3RD QUARTER ALLOCATION FOR AVIANCA SEEMS TO HAVE CAUSED 
CONSIDERABLE ACTIVITY ON THE FUEL PRICE ISSUE. FEA 
REPORTS THAT AVIANCA WILL EXHAUST ITS THIRD QUARTER 
BASE ALLOCATION ON OR ABOUT SEPTEMBER 7. DEPARTMENT 
WOULD PREFER TO SPIN THIS ONE OUT A BIT MORE BEFORE 
MAKING DECISION ON THIRD QUARTER SUPPLEMENTAL. OPPORTUNI- 
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TY TO DO SO MAY NOT COME AGAIN. CHRISTOPHER 
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